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J.1.4. CONTRACTOR PAYMENT

J-1.4.1 For arequired service that varies from the acceptable level of performance (ALP), the Contractor shall be paid the
monthly Operations (Ops) contract line item (CLIN) price for that service, with applicable deductions. In order to avoid
payment delays, deductions for failure to attain the performance requirement service (PRS) ALP in a specific month may be

deducted by the Government through a reduction to invoice payments against any subsequent month’sinvoice.

J.1.5 Example of Payment Computation

Determine the ALP found in column (d) of the PRS

Determine the actual level of performance for each PRS required service

Subtract the actual level of performance from the ALP (column (d)) to determine variance

If the variance for a PRS required serviceis greater than zero, calculate the payment deduction

The monthly payment amount is /12 of yearly operations CLIN

To determine the monthly payment amount subject to deduction for a specific PRS required service, multiply the

specified column (i) percentage and the total CLIN monthly payment to determine monetary portion of the CLIN subject

to deduction

o For those PRS services where the variance is greater than zero, multiply the monetary portion of the CLIN subject to
deduction by the deduction percentage specified in column (h) to determine the monetary amount of the payment

deduction

SAMPLE CALCULATION:

ACCEPTABLE LEVEL OF PERFORMANCE (column (d)

=95%

ACTUAL LEVEL OF PERFORMANCE =90%
VARIANCE =5%
COLUMN (h) DEDUCTION =2%
PERCENTAGE OF OPS CLIN = 10%

ALP (95%) — ACTUAL LEVEL (90%)

= 5% (avariance amount greater than zero)

YEARLY OPSCLIN =$ 20,000,000

MONTHLY AMOUNT (1/12 OF YEARLY OPS CLIN) = $1,666,666.67

10% (COLUMN (i)) OF MONTHLY AMOUNT

(Portion of monthly payment amount subject to deduction) = $166,666.67

PORTION OF MONTHLY TIMES

COLUMN (h) Percentage $ 166,666.67 times 2% = $3,333.33

TOTAL AMOUNT TO DEDUCT: = $3,333.33

MONTHLY PAYMENT MINUS = $1,666,666.67

DEDUCTIONS -$ 3,333.33
=$1,663,333.34
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